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The Mungarien Natiomal Bank

In the course of 1948, following the Jamary 1948 bank nationalization law,
the entire banking power in llungary was concentrated in the National Bank, -
Tith a few exceptions, to be emmersted later, all othor IMungarien banks

were liguidated, sold, or merged. The mein element of the power of the
Netional Daxk is the fact that it comtrols all oredit, partly through subsidi-
aries, end that it controls the menstary aspects of the foreign oxchango
poliey. Tungary has the go=called "one account system” for each mationalired
tusiness or corporation. According o this system, each company cei have

only one account and that is with the HMational Dexk. The company camnot
diapose of any money without the consent of the National Bank. The National
Bepk withholds approval for expenditures if said expenditures are not in
accord with the so-called "finance plan" of the company approved in advence
by the lational Planning Duresu which is the subsidiary of the Supreme )
Feoncmis Council. All collsotioms also go into the "one acoount™s The
Tational Bark hos the rower to give rediscount facilities to all the remaining
barkeing ingtitutions, btut in practice it has ceded its oredite=giving -
functions only to the Netionel Cooperative Credit JInstitution and its branches.

Tational Cooporative Credit Institution

Tae I-Iationai Cooperetive Credit Institution acts as the parent bank for e
series of agricultursl cooperative banks, each of which car offer limitoed
oredit facilitiss to ertisans, small merchents, and cooperativose

Tational ‘Sa.vixggs Banlk

The Netional Bank has transferred all private banking functioms to the
lational Savings Bank. The bank handles all savings and other allowed
private accounts. On 1 MNarch 1949 it was morged with the old established
Postal Sevings Bank.

The Hungarien Camorcial Bank of Pest

a. This boxik has boen stripped of all iidative in foreign trade but has
been given exclusive ripht to handle the technical side of financing of
foreign trade. The liational Bank has ceded to the Comercial Dank the

right of handling the blocked accﬁnﬁtﬂ i‘[jlﬁﬁq.ﬁ notionsls abroad
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and elso the right of handling the accomrts of persans authorized to posgess
fareign exchange. In effect the Cammorclal Dank is & branch office of the
Tational Banlc, dealing with foreign trade finances, Since llarch 198 it has
been the only bank autherired to handle foreign exchange, although same of
the barks in liquidation did not close cut thoir foreign exchange accounts
campletely umtil August 1848. '

be The National Commercial Dank has abscrbed the so-called "Bark of the Damube
Valley", whioh was founded in 1945 by the Commnigt Party of Iungary. The
shares were in the possessicm of the State., In April 1948 the goverment
rade an arrangement with the Commeroial Bauk by whioh the Camercial Banlc
purchesed all the shares of the "Bank of the Dammbe VTalloy™ for a nominal
price. The goverrment will get all surplus profits acoruing from the liquida-
ticn of the bank. This does not constitute a merger of the two banks. The
*Bank of the Danube Valley™ had always ha a large emount of ready cash and
fresly gave oredit for oxerbitent rates, up 4o 30 percent, while other banks
hesitated or wore unable to give oredit. This was particularly true after
the currenc;r reform whan ell other banks becamo dependent on the rediscount
facilities «f the Fational Bank, end were limited to an interest charge of
six percent. In sffect the "Rank of the Danube Valley" was a money-lending
agenoy and many of its deals wore oxtremcly corrupt. For a time the bank.
trought in comsiderable profit to the Commmist Party, but after the Dank
Nationalization Act of 1 Jammary 1948, the benk was no longer essentiel to
the Party since in effect ell banking facilities have coms under Party contrdl
through dominstion of the govermmont. The persamsl of the "Bank of the
Damibs Velley" was distributed among the remaining banving ingtitutions, bub
the majority went to the Camorcial Bank, including Director Havas, monticned
bolowe

6. The titular director of the Cammorolal Bank is Taos, & former Social Demcorab
who has been director for many yoars; he is about 65 yoars old. The actual
head is the deputy mesmager Haves , described as & good ‘Commmigt but a poor
barker.

Personalities: Sulyok and Trise

The new Hungaricn Under Secreotary of State for Finances, Bels Sulyock, appointed
in late February 1949, is ome of the stromgest financial men in the current
rogime and must be reckened with in any international financial negotiations.
Bela Sulyck, age approximately 45, married with two childrexn, camwos fram a
wealthy Jewish femily named Schleifer. The date of his change of name is not
lmem, ¥e rocoived a good education end joined the underground Hungarian Cormmie
nist Party in the late twemties uader the influence of his boyhood friend, Friss,
s of the leading Ilungarien Commmists. Before the war, Sulyck was a minor
employes of the Allgemoine Spearkasse (Gereral Savings Bank), which in 1938 merged
with the Mungarien General Credit Bank. After being dismissed for racial roagons,
Sulyek hat a few private accountant jobs and then was sent to ccampulsory labor
cemps Where ho suffered considerably. In 1945 Sulyck emerged as deputy general
nmanager of the State Social Insurance Board or Institute which is under the
Ministry of Public Welfare. Ho was appointed Genmeral Director of the Comercial
Bank in Jammery 1948 tut left in Hay 1948 to become Deputy General Mervager of

the National Bank. As indicated abovs, he bocame Under Secretary of State for
Financos in February 1949. His functions in the Ministry of Finauce incliude
those of foreign finance chief, formorly held by Eckes, sdministrative chief,

and chief of the scctions dealing with the National Bank and with imternal
credits. According to source, Sulyck is able bo handle all his Jobs effectively.
Sulyck is a convinced Cammunist and apparently incorruptible. He believes in

the need for smooth fumetioning of econamic processes and thersfore dees not
eouse drastic persomnel and organiszational uphesvals. He is extremely reasonsble
in all his dealings. Because his position in the Party hierarchy is solid,
Sulyck is ome of the few Hungerisn Commmists who can allow himself to teke on
bourgecis mammers in comversation, clothing, and standard of living. Ie iz free
to do business in a "estorn" manner and in spite of the fact that he is baszically
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an unagsuming man of simple hablis, he flaunts his "estern” airs. Thic may
causs foreigners dealing with him to underestimate his Communist loyalty.
Sulydc is not a gomius, but he is intolligent, end, above gll, has & tremendous
cepacity for work sponding 15 hours sach day on the job.

Friss (momtioned above) also comos from a wealthy Jewish femily. Il beceme a
Cammnist a8 a student, apd in the thirties, went to loscar. Fran 1945 to

1948 he wes naninally chief of the Economle Researoh Dopartment of the Hungarian
Camamipt Party, but actually he was the financisl powor behimd the scones
repregenting the Moscow poirt of view, e has returned to Moscow end his place
has been taken by s twenty-six year old Commmist namsd Sgita.

Hmpgarian Ferelen HExchange Situatiom

The main sources of foreign exchange of the Cammercisl Bank are exports of
agricultural products to Great Britain and Switzerland, The main source for

tho Tetional Bark ars ths proceeds from dealings with the JOINT which are net
handled by the Commercial Bank, In this comnection source stetes that discussions
are in progress between the Mmgerien Govermment and Israeli representatives re-
garding emigration pormits. Jewish informants “reascnably” clese to the
negotiators told source that the Ilungerians wanted between five and tem million
dollars as "ranson” fer approximately 25,000 Jews who wish to leave the counsYy .
The negotiations botween Ninigter Gero and the Israeli Minigter of Pregue, Ichud
Avriel, have broken down seversl times on this issue. This has hed an adverso
effect on cameroial talks which parallel the emigration negotiations, but source
Inows of one deal fer 17,000 tons of Israell sugar which was completed.

Soviet Banks

All Bungarien trade with the Sovist Union is oenducted by or through the Soviebs
omed Bank for Comerce and Indusiry (Merlmr), which authorizes the relesse of
foroign exchange for imparts conected with production vitel to Soviet inberests.
Source believes that the Soviets desire a minimm output of consumer goods in
Rungery snd that the emphasis on heavy industry is not intended as a means of
building up & supply point for the Joviet Unien, but as s war potential for
imgary itself. The Soviets in any case are not imperting heavy industry producte
fraom Hwugary. ’

Foreipn lloldings of the Hungarian Commercial Benk

Bela Sulyok, Under “ecretary of State for Finances, and Hewas , deputy menager
of the Comorcial Bank, sare now in Switzorlend attempting to effact the transfer
of Cameroial Benk holdings in Switzerland to the Natiomal Bank, The chief
foreign assets of the Commercial lank are 600 kilograms of pure gold belonging
to the Swiss firm Haftug A.G., Tahlstrasse 11, Zurich, Switzorland, the @irectors
of which are Dr. Yax Schneider and Hans Munche The gold is deposited with the
Swiss Bankgesellschaft and the Swiss Creditanstalt, and the shares of the firm
Haftug are coutrolled by the Hungerian Cormercisl Bank.

A certain Peter Ratone, former employes of the Dank of the Damubs Valloy end now
of the Hungarien Camercial Bank,and & Stephen Rooz of the Hungarisn Commercial
Bank, are also in Zurich now trying to effect transfer of 600 kilograms of gold
to Dr. Wespi and Dr. Hugo Jeker, ettornoys for the Hungarien Commercisl Benk,
which in turn will transfer the assets to the sccount of the NMumgarian Comercial
Banko '

In Decomber 1948 the Hungarisn Coammercial Bank hed control over five Swiss holding
ocompanies. Thres of these holding companies wers formerly tho propevty of the
Huggarim Discount and Exchange Banks Vaga A«Ge, in Zurich; Velunga A.G. in
Glarus; end Imterzell Ao.Go, 8lso in Glarus. The Ilungarian General Credit Dank
had two holding companies whose names source cannot pemember.
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